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On Sept. 21 in Washington, Finance Minister Marcilio Marques Moreira and Citibank vice president
William Rhodes told reporters that the government and foreign commercial banks had completed
final details on rescheduling medium- and long-term debt. The two sides reached an agreement in
principle on July 9. The final phase of the debt restructuring accord took place on the sidelines of
the World Bank-International Monetary Fund (IMF) annual meetings. According to Agence FrancePresse, the announcement marked the first time a government concluded a refinancing agreement
with private banks while not simultaneously fulfilling terms of an IMF stand-by agreement.
Marques Moreira said the refinancing encompasses US$6 billion owed Brazilian banks, US$44
billion owed foreign commercial banks, and interest arrears since Jan. 1 1991 to date. All debt
principal and arrears are to be converted into new bonds. Three of several options available to bank
creditors are summarized below. "Par bonds" retain the same face value as the debt paper they
replace. The interest rate, however, is lower than the "original" paper. For the first six years, interest
is a fixed 4% per annum. From the seventh through the 30th year, the rate gradually increases to a
maximum 6%. The "discount bond" option requires a 35% reduction of face value. The interest rate
on discount bonds is higher than on par bonds. Next, banks can opt for converting a part of the debt
into bonds used in debt-equity swaps. Approval by the Brazilian Senate is required before the 300
creditor banks can select desired options. (Source: Agence France-Presse, 09/21/92)
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